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DEFENSE PRODUCTION ACT 
Progress Report No. 16 


WEDNESDAY, JANUARY 9, 1952 


Conaress oF THE UNITED States, 
Jorunt Commrrrer ON Derense Propuction, 
Washington, D.C. 

The committee met, pursuant to notice, at 10: 48 a. m., in room P-63, 
Capitol Building, Senator Burnet R. Maybank (chairman) presiding. 

Present : Senators Maybank, Fulbright, Robertson, Feaiieet. 
Bricker ; and Representatives Brown (vice chairman), Patman, Rains, 
and Talle. 

Also present : Senators Lehman and Moody. 

The Cuarrman. I will ask that the meeting come to order. 

I might say that Mr. Wilson has been delayed, his plane is late. 

I think, in view of the President’s message, which is to be delivered 
at 12:30, that we had better proceed with Mr. Fleischmann until Mr. 
Wilson gets in, 

I might also say that the purpose of this meeting is to get from Mr. 
Fleischmann the allocations of all critical materials. It was also 
decided, because of so many questions on highway construction and 
business, both large and small, that we would have Mr. Sawyer here, 
too, if that is agreeable to the members, and also Secretary Brannan, 
who is particularly interested in farm machinery and those alloca- 
tions. They will be here to follow up next week if that is agreeable. 

We will proceed now. 

Do you wish to be questioned as you go along, or would you rather 
prefer it otherwise / 


STATEMENTS OF CHARLES E. WILSON, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION; AND MANLY FLEISCHMANN, ADMINIS- 
TRATOR, DEFENSE PRODUCTION ADMINISTRATION 


Mr. Fieiscumann. Either way. 

The Cuarrman. Is that the way you have the charts? 

Mr. FieiscuMann. I have duplicates of the charts in my statement, 
which appear on page —, which I think you can follow quite easily. 

The Cuarrman. The great concern that this committee has, as I told 
you on the telephone, is the allocation of the strategic materials, to go 
as far as you can to permit private enterprise to continue operations, 
to carry on construction work, to do all that you can for the schools, 
and particularly highways. Because of the situation in this country 
with regard to the highways, where so many of them have not been 
completed, and you have loose ends, and all of that—that wherever 
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possible we would like to have you gentlemen do that. Of course, 
we appreciate the fact that the military comes first. As-I under- 
stand, you are going to have quite a large allotment for the military 
this quarter, more than ever ellera: At the same time, we do not want 
the military to hoard anything. We want them to take only what they 
can use. 

Will you proceed, sir? 

Mr. bLeiscuMANN. Mr. Chairman, I think instead of reading this 
lengthy statement, I will paraphrase it and then devote myself to 
questions which the members of the committee might like to ask. 

Let me start out by saying that the second quarter of this year is, 
by far, the most difficult one that has been encountered and, in my 
judgment, will be one of the most difficult ones during the course of 
the mobilization effort. That is true for a variety of reasons. 

The demand of the military for materials, even after screening, 
is now ata new high. Supply has not yet increased largely enough to 
take up that increase, in the increase in some of the industrial pro- 
grams which are necessary. 

At the outset I want to point out that we are not basically talking 
about a steel shortage as such. 

The most critical items today are aluminum, copper, and most par- 
ticularly brass mill products in the copper field, nickel and special 
forms of steel, most particularly structural forms and plate. 

The first thing that one learns, in getting to this unpleasant busi- 
ness, is that steel is not steel. You do not allocate steel. You allocate 
structural steel, or you allcoate plates. Structurals and plates are 
tight, whereas sheet steel is gradually becoming in better supply. 

I have prepared as a first chart, to illustrate the size of the problem 
with which we are confronted, an analysis of the amount of a few 
key materials which are going into the immediate defense effort. 

On the left, for example, is the situation with respect to brass mill 
»roducts, Where out of a supply of 723,000,000 pounds for this quarter, 
yust about one-half, 349,000,000 pounds are going into the military 
effort. The difference between the red and pink columns that are 
Superimposed on top is a technical reason. The smaller column block 
at the top, the pink block, represents what we call B products, com- 
ponents incorporated in the military item, but which is not purchased 
clireetly by the military. .It is purchased by the contractor, so that 
the whole pink and red blocks together represent our estimate of the 
amount going right inte the military program, namely, 349,000,000 
pounds. 

The Cuatrman. That is brass? 

Mr. FieiscuMann. That is brass mill products. 

Looking at the other end of the chart, the aluminum situation, out 
of a total supply of 705,000,000 pounds, more than one-half, 356,- 
000,000, are going into direct military and components which will be 
incorporated in direct military items. 

The Cuarrman. When you were here the last time as to aluminum, 
you said that you made some deal with England to get some aluminum 
from Canada, as I understood. 

Mr. Fieiscumann. Yes. 

The Cuairman. How did.that work out? 
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Mr. FierscumMann. We did get 10,000,000 pounds of aluminum the 
last quarter of the year and the first quarter of this year. That is in- 
corporated in the supply figure. If it were not for that we would be 
down further than we are on that situation, 

The next chart is introductory only as to why we are in this bad 
situation on the metals in the second quarter. 

This is an analysis of the aluminum situation, its use pre-Korea and 
now. 

The purpose of these charts is to answer the question that is so 
frequently asked, where is all of the metal going that we had and why 
is it that we are in such short supply ¢ 

Beginning at the left, you will notice the two columns, the first, the 
blue column, shows the average use quarterly in 1950 by the military 
and the atomic energy program pre-Korea. The blue-black repre- 
sents their quarterly use pre-Korea. The red block indicates the 
present second quarter use of aluminum by the military, which will 
give you some idea of the enormous increase in aluminum use by the 
military. 

The next block is industrial equipment. That is the kind of thing, 
of course, that is going right into our military program and more 
importantly our supporting program. It is the heat exchanges, the 
machine tools, all of the other equipment that we are building up at a 
rapid rate to increase our industrial base. 

And you will see that the pre-Korea use has been increased some- 
thing like 35 or 40 percent at the present time. To make up those 
increases which you will note on the board, they have to come out from 
some place. The people in charge of the mobilization program, un- 
fortunately, have not any magical powers whereby we can put that 
much aluminum into the military program. It has to come from some 
place else. 

You will note the sharp decline in consumer durable goods, the 
column now being pointed to. The reduction has been something like 
60 percent down to approximately 40 percent of the pre-Korea use of 
aluminum. That may be compared with the situation on passenger 
automobiles. 

There have been some charges, for example, that there was some dis- 
crimination against automobile manufacturers with respect to the use 
of aluminum. Quite the contrary is true. They are getting a larger 
percentage of their pre-Korea use of aluminum than the manufacturers 
of other durable consumer goods. 

The Cuarrman. Have all of the small firms around the country who 
are making different things out of aluminum been helped any ¢ 

Mr. FieiscuMann. I am going to cover that whole situation, Sen- 
ator Maybank, in the course of my discussion. 

I will not go through that whole chart because you have copies of it, 
but you can see with the tremeridous increase in the military take and 
in the take for industrial equipment it is inevitable that there should 
be very stringent situations for the manufacturers of less essential 
goods. If the mobilization program is important, and if it means 
business, why, as far as I can ascertain that general result is just ines- 
capable. On can argue as to just how it should be distributed. I do 
not. claim we have done a perfect job. I know we have not, but the basic 
facts cannot very well be missed. 
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Let us take a look at the brass mill situation, which is almost 
identical. Showing brass mill products in the same way, their pre- 
Korea vse and now, this chart shows that. 

It indicates the pre-Korea military use. That is the small one. 

The Cuatrman. I might say, for the benefit of the Senators and 
Congressmen who came in late, that Mr. Fleischmann has a copy of 
these charts attached to his statement. 

Go ahead. 

Mr. F.LetiscuMann. You will note that the pre-Korea use is that 
very small block at the left and the present military use of which a 
very large proportion is ammunition, badly needed by the military 
today, which is the very large block that has been shown. 

We have the same phenomena in industrial equipment, not so dra- 
matic an increase, but a very substantial increase. That goes again 
into the things like engines and turbines and electrical machinery and 
all of the rest directly enter into our expansion of aluminum ond steel 
and all of the other great industrial expansion that we have. 

You will see what a large proportion of all of the brass mill products 
there are that go into those two programs and why it is so difficult 
when the basic assumption is that the military is to get what it needs. 
You will see how difficult the allocation problem becomes. 

Senator Rornertson. Do you have in percentages or in tons—the 
record will not show, although the chart may—how much we used 
of brass before Korea, how much the military used afterward; how 
much was in use before Korea and how much the civilian use was 
after? 

Mr. FieiscumMann. Those figures are on that chart at the top of 
the column. 

Senator Rosertson. Would you mention some so that they will be 
spelled out in the record? It shows a tremendous increase of mili- 
tary use and a very substantial increase at the same time of the domes- 
tic use. 

Mr. FieiscumMann. Yes. 

The Cuamman. Without objection, I am going to have Mr. Fleisch- 
mann’s full statement printed in the record together with the charts. 
Is there objection ? 

The chairman hears none, and it will be done. 

(The prepared statement of Mr. Fleischmann follows :) 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, DEFENSE PRODUCTION 
ADMINISTRATION 


I welcome this opportunity to report to the Joint Committee on Defense Pro- 
duction on the materials situation as its affects the national mobilization effort, 
the policies which we are following in allocating materials for the second 
quarter of 1952, and certain special problems with which we are currently 
dealing. 

The Nation is now approaching the midpoint of the mobilization program. The 
year 1952 will unquestionably be the most difficult which we must face; first 
because material shortages will be more acute in the coming months, and second, 
because the visible rewards of the effort in the form of mass production of 
munitions is still some months distant. By the same token, this will certainly 
be the most important year in the entire effort. The tooling up process is now 
nearing completion and if we stick to the road along which we have been 
progressing, the next 12 months will certainly move us much closer to the goal 
of national security. On the other hand, if we decide that the price is too high, 
if we refuse to accept the inevitable dislocations, material shortages, and local- 
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ized periods of unemployment which are the inescapable cost of any mobiliza- 
tion program, the whole effort can be frustrated during the coming year. Bven 
though we are only on the eve of the most difficult period of the mobilization 
program, voices are already heard in the land proclaiming the necessity of re- 
ducing the military program because of its admittedly, though temporary, effect 
on civilian production of one kind or another; on social services, such as the 
construction of schools, hospitals, and churches; or on municipal projects, such 
as highways, courthouses, and the like. Individually. these demands are all 
of them meritorious, but the relentless logic of the present materials situation 
requires that a substantial portion of them be deferred during 1952 if our goal 
of national security is to be attained. 

I should first like to review the immediate materials situation with which 
we are confronted in making allotments of steel, copper, and aluminum for the 
second quarter of 1952. At the outset, I want to call attention to the fact which 
is often forgotten that the principal shortages are in copper, aluminum, nickel 
and structural! steel shapes and plates; the limiting factor is not steel as such, 
since ordinary carbon sheet steel is currently in easier supply. 


REDUCING OVERALLOTMENT 


The first factor to be taken into account is that we are able to allocate some- 
what less copper, steel plate, and structurals during the second quarter than we 
allocated in the first quarter of 1952. This is true although the actual supply 
of these items is somewhat larger than was available in the first quarter. The 
reason is a simple one: We are determined to keep the system solvent by issuing 
only the number of CMP allocations that can be handled by deliveries at the 
mill. The first quarters of CMP operation were necessarily on an experi- 
mental basis. Based on World War II experience, we allotted between 110 and 
115 percent of the supply of the various materials, counting on the factor 
known as “attrition” which developed during the war. This means that cer- 
tain business concerns and Government agencies, for a variety of reasons, fail 
to “cash their tickets” after issuance; i. e., they do not actually place orders for 
the full amount of allocations which have been issued to them. Based on this 
factor, the WPB found it advisable during the war to “overallot” by 10 to 15 
percent in order to insure full use of productive facilities despite the attrition. 

We have found that the fierce struggle for materials among competing de- 
mands, military, industrial, and civilian has reduced, though not eliminated, 
the factor of attrition in the present emergency. The most important admin- 
istrative goal to be attained in operating a controlled system such as CMP is 
solvency, that is, the ability of the individual receiving an allocation to obtain 
delivery of the material specified. While it is certain that the factor of attri- 
tion is still operating, it is our judgment at the present time that it is not as 
extensive as was the case in World War II, particularly with respect to the 
materials in tightest supply. Accordingly, we are reducing the percentage of 
overallotment to approximately 105 percent for aluminum, copper, and steel 
structural shapes and plates in order to make an allocation a “certified check” 
against the bank of materials. It is certain that this step is sound and con- 
structive, but its immediate result is to reduce the availability of materials for 
allotment in the second quarter, despite the actual increase in supply. Difficult 
though this action is, it enables us immediately to assume the sizable admin- 
istrative job of guaranteeing delivery of all CMP allotments beginning with 
those issued in the first quarter, and I am certain that the decision will be wel- 
comed by American industry. 


INCREASE IN MILITARY AND AEC NEEDS 


A second factor to be taken into account is the increase in the direct and 
indirect requirements of the military and atomic energy programs. The direct 
requirements of the Department of Defense increased from the first to the second 
quarter for most materials. Indirect requirements, or those needed to produce 
components going into military and atomic energy programs, also increased from 
the first to the second quarter. The direct and indirect requirements to support 
the military and atomic energy programs are substantial in relation to available 
supplies. For brass mill copper, stainless steel, and aluminum, the direct and 
indirect needs are over 50 percent of the respective supplies of these materials. 
In alloy steel the direct and indirect requirements approach 50 percent of the 
supply of that metal. For carbon steel the demands approximate 20 percent of 
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the supply. Since these proportions are higher than they were estimated to be 
in the tirst quarter, the inevitable results are that smaller quantities of materials 
are available in the second quarter to all other programs. 
I shall now pass to the general materials supply-demand situation with which 
we are confronted. 
DEMAND VERSUS SUPPLY 


In the second quarter as in previous quarters, when claimant agency require- 
ments were submitted to us and matched against early supply estimates, we were 
faced with an extreme demand-supply inbalance. Demands for carbon steel 
were 137 percent of supply; for structural steel they were 169 percent of supply ; 
for steel plate they were 185 percent of supply. In the copper area, demands 
were in the neighborhood of 150 percent of supply, and for aluminum demands 
were about 153 percent of supply. The magnitude of inbalance in the second 
quarter was not so great as in the first quarter. The reason is that a number 
of claimant agencies presented requirements much closer to their minimum needs 
than in the first quarter. In other words, the preliminary screening of require- 
ments was considerably improved in some cases. 

It will be tinderstood that the distribution of the available supply of metals, 
in the face of a supply-demand inbalance of this magnitude, is a task of tremend- 
ous difficulty and complexity. We have been mindful throughout of the far- 
reaching economic, security, and social implications of every decision which we 
have had to make. I cannot assure you that we have had the wisdom to be 
absolutely certain that each allocation to each segment of the economy is exactly 
as it should be—that would be an expression of a self-confidence which I do not 
feel. I do know that we have striven continuously and conscientiously to ap- 
proach this ideal, and I know further that the second-quarter programs are better 
conceived and integrated with each other and with the whole mobilization effort 
than was possible in the first quarter. 


SCREENING ALL PROGRAMS 


These second-quarter programs were made only after a long process of dis- 
cussion and evaluation extending from mid-November up to the present time. 
The time period itseif does not fully reflect the effort that has gone into the 
allocations ; this period for all of us was one of intensive effort. Before decisions 
were reached, meetings were held with every claimant agency, not once but 
several times, to go over in the greatest detail the programs they presented. 
After this process of examination, representatives of claimant agencies met for 
4 days to examine in detail the general policies leading to the decisions and the 
individual program allocations. The recommendations of this group are now 
being analyzed by the Requirements Committee. This committee represents 
every major segment of the economy. The individual allocations, no matter how 
small, are made only after as therough an exploration with all concerned as 
is humanly possible. 

I would like now to consider some of the most difficult program problems that 
have confronted us. 


NO ESSENTIAL MILITARY PROBLEM SLOWED 


I have followed from the start the policy that the determination of the security 
needs of the Nation is a matter for the Defense Department and that our task 
is to meet the material requirements of that program unless they are so large 
as to interfere very seriously with essential industrial programs. This does 
not mean that we accept the statement of requirements without careful screen- 
ing. I have seen to it that the military requirements are reexamined so that 
the materials granted are related to available facilities, components and equip- 
ment: are appropriately scheduled, and are necessary to support the program 
levels designed to service strategic military needs. We screened the require- 
ments not only from the point of view of determining whether they are needed 
in a particular quarter but also to eliminate wherever possible wasteful use 
of materials. For this reason the choice between guns and butter has not been 
made because it has not been presented. Up to the present time no essential 
military program has been denied the material required. 

There are two necessary qualifications to this proposition which should be 
understood. 
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First. The military requirements, as stated, for nickel exceeds the entire 
supply available to the Nation. A very small amount of nickel is indispensable 
if many important civilian industries are to be kept going; in addition, some 
quantities of nickel are necessary to support production of vitally needed ma- 
chinery and equipment designed in substantial part to service direct military 
production. We think it a sound policy to divert these small amounts of nickel 
from military production for such purposes. 

Second, The military construction program recently authorized by Congress 
is so large in its demand for structural steel and copper that it cannot be handled 
to the full extent required in the second quarter without calling a halt to im- 
portant industrial expansion projects now nearing completion. I do not believe 
that any interference with any important military objectives will result from 
some phasing out of this program. 


THE COMPONENT PROBLEM 


We have been faced with increasing demands for component and equipment 
production by the high levels of construction and end item production programs 
now under way. Military and production requirements, as well as those for 
the various expansion programs, such as electric power, petroleum, aluminum, 
and steel have been reflected, together with other industrial needs, in a very high 
demand for components and equipment. These include heat exchangers, fans 
and blowers, electric motors, transformers, pumps and compressors, valves and 
fittings, and switchgear and industrial fasteners. 

The allotments reflect an intent to insure that supplies of components and 
essential industrial equipment are large enough to avoid bottlenecks in military, 
atomic energy, defense-related, and industrial programs. The material short- 
age requires that in addition to the increase in output, the demand for critical 
components and equipment for less essential production be reduced by lowering 
the levels of output for these latter programs. 


INDUSTRIAL EXPANSION, CONSTRUCTION MUST BE SLOWED 


Since the supply of controlled materials is insufficient to support a rapidly 
expanding construction boom together with defense, defense-related, component, 
equipment, and minimum consumer goods program, it has been necessary to slow 
down the rate of industrial expansion. Not only is this necessary to relieve 
the demands for controlled materials used directly in these programs, but also 
to reduce the demand for critical components. Balance in the economy necessi- 
tates a Slowing down of construction, 

Our allotments, generally speaking, will sustain projects already under way. 
However, we shall not be able to permit new industrial starts in the second 
quarter except for the most urgent needs. 

While there have been substantial requests for new commercial construction 
projects, such as office buildings and stores, the material shortage and the 
heavy direct and defense-related demands on these materials have not permitted 
any substantial allotments for them. 

In some localities where defense construction is not extensive, such as New 
York City, we have been asked to permit commercial construction primarily to 
provide employment for construction workers. This problem is one for real 
concern. We do not believe that mobilization goals can be achieved if allocations 
are based in large measure on employment factors. Because of the acute short- 
age of metals used alike in construction and production, it is my conviction 
that basic allocation policies mugt be based almost entirely on the factor of 
essentiality to the mobilization effort. 


HOUSING 
It will be necessary also to reduce the level of residential housing starts to 


about 60 percent of the 1951 level in order to conserve materials directly used 
in such construction as well as materials necessary for building materials and 


building products including utilities, appliances, heating units, etc. Require- 
ments for residential construction, indeed, go far beyond those necessary for 
construction only. They extend to refrigerators, stoves, water heaters, wash- 


ing machines, and other products, 
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SCHOOLS 


In the case of elementary school construction, the allotments are considered 
sufficient to support all school projects under way and to begin construction of 
many new school buildings. For higher education, materials are granted to 
continue projects under way, plus starting a few new urgently needed projects, 
such as medical schools and research laboratories. For hospitals, materials 
allotted will support continuance of projects under way, plus some new critically 
needed projects. 

POWER 


In the case of electric power, where a rapid expansion is now in progress, 
we have supported both the construction program and the needs for heavy 
power and other electrical equipment. I believe the allotments will provide 
a proper balance among these several elements. 


PETROLEUM 


The allotments to the petroleum industry are intended to support the vital 
oil and gas production, the refining, the marketing, and the oil-field machinery 
programs at comparatively high levels. Some of the proposed construction of 
gas transmission lines, and some of the proposed new oil pipelines may have to 
be deferred, however, because of the limitations of our steel-plate supply. 


EQUITY IN CONSUMER GOODS 


I should now like to review on policies regarding production of consumer goods. 
First, we want to maintain the civilian economy at the highest possible levels 
consistent with the demand-supply situation. I do not mean by this that the 
allotments to consumer goods producers should be residual after everything else 
is satisfied. Obviously such a policy would in many cases deny any allotment to 
consumer goods. Rather the allotment for such production should so far as 
possible support output at levels which avoid shortages of essential products. 
In addition, while it is impossible to insure that there will be no economic dis- 
locations, loss of profits or unemployment, we try to make allotments which 
will hold such burdens to a minimum. 

Second, to the extent possible we want to insure comparable treatment of all 
producers of consumer goods. I consider this in keeping with the policies 
enunciated in section 701 (c) of the Defense Production Act. Congress directed 
that, where allocations result in a significant dislocation of the normal distri- 
bution of critical materials in a civilian market, it should be done “in such a 
manner as to make available, so far as practicable, for business and various 
segments thereof in the normal chanel of distribution of such material, a fair 
share of the available civilian supply based, so far as practicable, on the share 
received by such business under normal conditions in a representative period pre- 
ceding June 24, 1950.” 

It is our belief that it is more consistent with this legislative policy to dis- 
tribute scarce materials as equitably as possible among all producers of consumer 
goods, including those making nonessential civilian goods requiring controlled 
materials, even though the allotment levels are low in comparison to a base 
period, this course would seem preferable to one that would entirely prohibit the 
use of scarce materials in less essential products. In this way there is oppor- 
tunity for manufacturers of all consumer goods to stay in business and to in- 
crease output by ingenuity in the use of other materials, until such time as 
expanding material output will permit greater consumption of their traditional 
materials without impairing the defense program. 

Thus, we are not passing “death sentences” on the large number of fabricators 
of copper and aluminum, many of them small companies. In fact, while reducing 
over-all material allotments for consumer goods by approximately 10 percent, 
we are increasing the allotments above first quarter levels for most of the indus- 
tries which in that quarter are receiving in the first quarter 20 percent of the 
aluminum and 10 percent of the copper they consumed in the base period. On 
reviewing the treatment accorded these industries in the first quarter, we have 
reached the conclusion that the Defense Production Act and a wise public policy 
both require more liberal allotments for these concerns—most of them ‘small 
business—and we have made the necessary adjustments for the second quarter. 
If in the future serious shortages of more essential consumer goods develop, 
allotments for their production will be increased. 
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AUTOS 


Urgent demands for controlled materials have necessitated a reexamination 
of the level of automobile production. The first-quarter allotments for passenger- 
car production were designed to supply material for production of only 930,000 
vehicles, but manufacturers were permitted to produce 1,000,000 units if they 
could do so through material conservation and use of existing inventories. The 
more serious material deficiencies in the second quarter require reductions in 
allotment. For copper and aluminum, the most critically short materials, the 
maximum allotments which we can make available would produce only 800,000 
cars according to past practices of the industry. However, the lesser stringency in 
steel permits an allotment of the metal which would support a production of 
900,000 units. In addition, the industry will be permitted to produce up to 
930,000 units and it may be that through conservation and further reduction in 
inventory such a level can be attained. I sincerely hope so. Should the indus- 
try be able to attain the permitted unit level for both the first and the second 
quarters, then the reduction between quarters will amount to 7 percent. 


AUTO INDUSTRY EMPLOYMENT 


This decision has not been reached lightly. Repeated discussions with man- 
agement, labor, and Government officials have been held to examine every aspect 
of the problem. Everyone recognizes, of course, that a reduction of unit pro- 
duction will have an impact on employment in the automobile industry. Mr. 
Wilson and I have taken steps designed to increase the placement of defense 
production contracts in Detroit. We are creating a task force which includes 
representatives of the Munitions Board, the offices of the three procurement 
secretaries in the Department of Defense, the Department of Labor, the Atomic 
Energy Commission, and the General Services Administration. The duties and 
responsibilities of the task force will be to explore the methods and measures 
available to increase the flow of military procurement and other Government 
contracts. 

RAILROAD EQUIPMENT 


While it is possible and necessary to increase rail allotments for the mainte- 
nance of the Nation's railroad system, the serious general deficiency of struc- 
tural steel shapes and steel plate, and the heavy requirements of these materials 
for the production of new equipment, also necessitates a reduction of the number 
of new railroad cars to be produced by about 14 percent below the first quarter 
level. We do not believe the reductions in the output of new equipment will have 
any seriously adverse effect on the Nation's transportation system. 


PUBLIC ROADS 


In the case of the Bureau of Public Roads, we are faced with a serious prob- 
lem. Structural steel requirements are far beyond any level that can be sup- 
ported. Although the second quarter levels of allotment will be above the first 
quarter levels, the materials granted to this agency will permit construction 
only of the highest urgency. 

SHIPS 


We have been able to increase the allotments to the Maritime Administration 
in the second quarter and to begin construction of the fast cargo vessels which 
were deferred in the first quarter. Materials have been authorized to con- 
tinue construction of the tankers which receive material in the first quarter and 
to initiate further tanker construction. 


INDUSTRIAL EQUIPMENT 


As I have reported to you in the past, present levels of production of industrial 
equipment are far above those of the pre-Korean period. This reflects the 
tooling up for direct military production, and the general expansion of our 
industrial base. The program levels for the second quarter of 1952 distinguish 
between such production and that involved in the modernization of facilities. As 
in the case of the first-quarter determination, the allotments service adequately 
the production of equipment required to support the time-phased needs of the 
Department of Defense and Atomic Energy Commission, and provide equipment 
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which must be fitted into the mobilization expansion program, such as electric 
power, steel, and aluminum. Allotments for deferable machinery items have 
been reduced below the first-quarter level. 


THE COST OF STRENGTH 


In the second quarter, even more than in the first quarter, we all are face 
to face with the hard fact that there is a-cost to making our Nation strong— 
strong enough to make the Communist aggressor think carefully before plunging 
the entire world into another world-wide conflict, or, failing to prevent that 
war, strong enough to win any war that may be forced upon us. In totaling up 
that cost, it must never be forgotten that wars cannot be prevented or won 
without sacrifices from all of us. In the final analysis, our material sacrifices 
are less, in any scale of evaluation, than are the sacrifices of those who fight 
our battles in Korea or anywhere else an enemy might strike. 
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The Cuamman. You may proceed. 

Mr. FieiscuMann. These figures are in my statement, Senator, 
if that will be satisfactory. 

Senator Ronerrson. That will be satisfactory. 

Senator Bricker. What is included in this other down here at the 
right-hand corner of the chart ? 

Mr. FiercusmMann. You mean the “all other uses’ 

Senator Bricker. Yes. 

Mr. FieiscuMann. They are miscellaneous uses of which no one 
adds up to very much. They are things like scientific things. We 
have a list of them, if you want them. 

Senator Rosertson. What metals go into the manufacture of brass? 

Mr. FietscumMann. Copper primarily—copper and zine. 

This is an explanation of the copper shortage we are now suffering 
under. 

It is things like water and air transport, so-called destructive uses 
which is a special manufacturing use, container and packaging, that 
kind of thing. It is a group of miscellaneous of which any one is 
so small that we did not break it out separately on the chart. 

Among other things, these two charts which I have shown, and the 
first chart, demonstrate, in my judgment, how impossible it would be 
to manage mobilization economy without a system such as the con- 
trolled materials plan with more than one-half of your supply of 
brass-mill products and aluminum going into direct military uses. 
That means, on the other hand, that all of the rest of the economy 
is getting along with something like one-half of what they had to 
use pre-Korea. And if that were open to a scramble, it is easy to 
imagine that particularly the small firms would be very likely to get 
little or nothing, and only by the most stringent piecing out of ma- 
terials, as we are trying to do, is it possible to come anywhere near 
equity, which is, of course, the mandate of Congress and our own in- 
tention in administering these powers. 

I want to comment briefly on some of the more important pro- 
grams, some of the more important tasks that were presented to us 
in making an allocation for the second quarter. 

Senator Ronerrson. M: ay I ask you to include one specific refer- 
ence, because it has been presented to me? 

Explain why you cannot let the telephone companies have all the 
copper that they are asking for their expansion purposes. 

Mr. FietscuMann. Yes. 

Representative Parman. I want to ask him a question, too. For 
security reasons, I assume you would not want to tell or disclose the 
stockpile situation with reference to critical and strategic materials. 

Mr. FieiscumMann. I would have no objection to disclosing it in 
executive session, Mr. Patman. 

The Cuarrman. Suppose we have that then. 

Representative Parman. I am not asking for that. I am asking 
just for information. Of course, I do not blame you for that. That 
is perfectly all right. Are you actually drawing from the stockpile 
on copper ¢ 

Mr. FieiscumMann. We have drawn on the stockpile for copper. 

Representative Parman. How long? 

Mr. FieiscuMann. In the past two quarters. 
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Representative Parman. How can you justify drawing on the stock- 
pile for durable goods unless it is abeclutely necessary ¢ 

Mr. FieiscuMANnN. Well, the draw-downs from the copper stock- 
pile, which have not been large, have been primarily as the result 
of failure of supply—such things as strikes, and so forth, which, in 
our judgment, are an act of God in the sense that no one can foresee 
them in planning this arrangement. 

Representative Parman. But have you not drawn some for non- 
essential durable goods ? 

Mr. FietscuMaNN. Well, we operate an allocation system and the 
copper that is available goes into nonessential and essential and mili- 
tary alike, that is true. We have not entirely cut off the manufacture 
of consumer durable goods or automobiles. We do not think that that 
was the intention of Congress, and we do not think it would be wise 
for the many, many thousands of small-business concerns which would 
be put out of business and big-business concerns alike. We consider 
our mandate from Congress to be to operate, first, the military pro- 
gram at their screened requirements—and I will describe how that is 
brought about—and, secondly, accomplish an industrial expansion 
program. 

The Cuarman. Before you start that, would you mind answering 
Senator Robertson's question ¢ 

Mr. FLeiscuMann. You asked why we cannot make as much copper 
available, Senator, to the telephone companies as they desire ‘ 

Senator Rorerrson. As they say they urgently need for expansion 
purposes ; yes. 

Mr. FietscuMann. I will start out this way. We have not made 
the amount of material available to any claimant that it urges it needs. 
The reason for that is a simple one. 

The total of the requirements urged on us with respect to brass-mill 
products are something like 160 or 170 percent of the supply. We, 
obviously, cannot allot in accordance with stated requirements. 

When you take out the military use of copper, you have only about 
50 percent of the pre-Korea use of copper that can be permitted. 

Senator Rorerrson. You say that you have 160 percent of the 
previous consumption as the current demand and 50 percent of the 
previous supply available for distribution ? 

Mr. Fietscumann. Fifty percent of the present supply. There 
has been some increase in copper, although not enough to make up 
anything even vaguely resembling the difference, but the fact of the 
matter is that if the mobilization program is to go along everything 
else must be cut back. There is just so much to go around, and I 
know of no way of stretching it. 

I might say that it is not only the telephone people who make this 
claim, and they are right, we cannot provide during this most difficult 
part of the mobilization period—we cannot insure that everybody 
who wants a telephone gets one as soon as he calls up and asks for it. 

The Cuarrmman. We have the same complaints from the REA, that 
they are not getting it. 

Mr. Fietscumann. Yes, sir. And you have the same complaint 
from the Defense Electric Power Administration. You have the 
same complaint from schools, hospitals, churches. 

The Cuatrrman. Mr. Wilson, won’t you come up here, sir? 

Mr. Wirson. Thank you, sir. 
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Senator Roserrson. I understand that the Governor of Ohio is 
in Washington at the present time looking for steel for highways in 
that great State. The Governor of Ohio says that some European 
countries have offered to sell steel on the black market. And he 
raises the question: How is it that countries in Europe can sell steel 
to the State of Ohio while we furnish steel to the countries of Europe? 
I do not know whether he is right about any of that, but is there 
anything of that kind going on concerning copper, where We are ex- 
porting copper to allies, copper that could be sold here, if we per- 
mitted it to come in? 

Mr. FLetiscHMANN. Let me take the copper situation first, Senator. 
Practically all of the copper that we export is on what is called a total 
basis. By that I mean the copper is brought into this country by 
the foreign country and is then refined here and exported. So it rep- 
resents no net loss to us whatsoever. 

As far as the steel is concerned, we are currently importing about 
as much steel as we are exporting, and we are not exporting the kinds 
of steel that the highway people want, except when it is connected 
to our own military effort. 

As I have said before, steel is not a single commodity. The short- 
age that is troubling the highway builders is plate, because they need 
it for bridges and plate is just as tight as copper products. 

There is not anything going overseas in the way of plate that could 
possibly be saved here. 

The Cuamman. Have you not given additional steel allotments to 
highways this quarter? 

Mr. FieiscumMann. Yes; we have. 

The Cuatrman. How much did that amount to? I should like to 
know, because all of the highway officials, and so forth, have called 
on me. 

Mr. FieiscuMann. Fifty thousand tons additional. 

The Cuarmman. How much did they ask for? 

Mr. FietscumMann. I do not know how much they asked for. It 
was an astronomical figure. I can get it for you. It was nothing 
like we could supply, it was far greater. 

The Cuarrman. There was an increase? 

Mr. Fie1iscumMann. It is an increase. 

The Cuamman. What are the prospects for the third quarter? 

Mr. Fietscumann. Not very good. We hope to be able to con- 
tinue at the level we are going now, but we still have not quite reached 
the peak of the military program. This is just a matter of not being 
able to satisfy the demands. 

As you know, we never can grant anything to an individual pro- 
ducer without taking it away from someone else. 

Senator Bricker. You say we are not shipping any sheet steel 
abroad? 

Mr. Fietscumann. I did not say that. I said that our imports 
of steel today are substantially as great as our exports. So we do not 
have any net position either way. 

Senator Bricker. How much of that import is covered by steel 
that we are providing for those countries which are sending it back 
here? 

Mr. Freiscumann. I do not know what you mean, Senator 


Bricker. 
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Senator Bricker. The steel that we are furnishing to them that 
they are sending back here. We had an article in one of our papers 
last week at home to the effect that some of the steel offered to us was 
steel that they would turn around in the middle of the sea and in the 
middle of delivery and send back here. Those are countries to which 
it had been allocated. I do not know whether there is any truth in 
it or not. 

Mr. Fietscumann. I do not believe that has ever happened. 

The only steel or other metal that we are exporting are metals 
which have been urgently required. It is much less than we were 
doing pre-Korea, but we are part of an international community 
which is supplying us with some metal and we are supplying them 
with some metal, but we are not supplying metal for civilian uses 
overseas which interferes with our own civilian uses. 

Senator Bricker. Or any steel that could be resold to us? 

Mr. Fietscumann. I know of no such case. 

Senator Bricker. You know of no such case? 

Mr. Fietscumann. I think I would hear about it. I could not 
deny that there may have been an isolated case. 

Senator Bricker. What about reinforcing steel ? 

Mr. FieiscuMann. This quarter it is in a little better supply than it 
was last quarter. And because of that we are urging people, as you 
know, to take that kind of construction rather than the kind of con- 
struction that takes a heavy demand of structural shapes. 

We have to be opportunists. We have to take advantage of that 
shift in the situation, but it is only by doing things like that that we 
can come any place near meeting this tremendous demand which is so 
far greater than supply. 

Senator Bricker. Coming back to the question of Senator Robert- 
son in regard to copper and the telephone applications, what ratio of 
the applications of the telephone companies has been allocated for this 
quarter ¢ 

Mr. FietscumMann. We are allocating copper to the communication 
industry, basically the telephone and telegraph, at the 1950 level. 

Senator Bricker. At the 1950 level? 

Mr. FietscumMann. The same level of 1950, which, I think, is a 
miracle. I state it without equivocation. I think it is a miracle at a 
time like this that we can give them as much as they got in 1950. That 
is about 70 percent of what they say they need. But everybody asks 
for twice as much as we can possibly give them. 

Senator Bricker. Do you have any idea what the shortage in tele- 
phones will be, that is, the requests, compared to the requests at the 
end of the year? 

Mr. FietscumMann. Of course, I do not carry any of those figures in 
my mind. Iam certain it is true that there will be a great big backlog 
that they are unable to satisfy. You recall what we had to do 1 
World War II and this is a comparable picture. 

Senator Bricker. I appreciate that fully. 

Mr. Fietscumann. We did not let everybody have phones. 

Senator Bricker. I am wondering about the expansion of the war 
program, the new plants, the atomic energy plants, and the armament 
plants that are being expanded at the present time. What is being 
done to see that those essential needs are taken care of by the tele- 
phone companies ? 
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Mr. FieiscumMann. The telephone system has its own priority sys- 
tem. I know of no single case where there has been even a slight 
hold-up due to that. 

Senator Roserrson. I have great confidence in you and Mr. Wilson. 
I rejoice that we have two such men in this emergency in charge of 
this most critical program. 

I want your assurance that you and Mr. Wilson not only have a 
comprehension, but a firm grasp of the entire program of critical 
metals, including our production, our exports, our imports, in con- 
nection with your allocation program. 

Is there any agency such as ECA, for instance, which I am told has 
spent more money building shipyards in Europe to compete with our 
merchant marine than we have spent on developing our own merchant 
marine, a necessary auxiliary in event of war—do they have an inde- 
pendent program that you cannot control ? 

Mr. FietscumMann. So far as giving you assurance that I have a 
complete comprehension of the program, I am afraid I could not 
do that. I would think that would be more likely to be Mr. Wilson 
than me. 

I will say that I spend my days and one-half of my nights trying 
to get such a comprehension, but others will have to judge whether 
I have been successful. 

As to ECA and the other things, they are all subject to our control. 
Mr. Wilson and me acting in his behalf. 

We review every single export item before it is authorized. I may 
say that the cuts in exports have been far more substantial than in 
most of the other items with which we are concerned. We do not 
allow anything to be exported unless we know what it is going to be 
used for and it is related to our own mobilization effort. 

You might like to look, for example, at the wire mill products on 
one of the charts there, and just see the falling off in the level of 
exports. 

We have cut very drastically. We do not authorize exports unless 
we think it fulfills a basic mobilization policy of the United States. 

Senator Bricker. In the allocation of copper among the telephone 
companies, do you do that across the board as het ween say, the Bell 
and the independents and REA ? 

Mr. FietscHMann. We are set up, Senator Bricker, in our Industry 
Division with the Communications Division, with an industry ad- 
visory committee which is drawn from independents and the Bell 
System alike and REA and others. They make recommended distri- 
bution of the copper that is allotted to the system. 

I can only say this, and one is always subject to error m these mat- 
ters, but I have heard of no complaint about the method of allocation 
between companies. There may have been some, but I think I would 
have heard it if there was. 

There has been great complaint, as Senator Robertson points out, 
about the amount of material allotted to the industry. In fact, there 
is great complaint from every industry. Nobody ever comes in and 
vives a cheer for the way we are doing it, because everyone is cut. 
That is the nature of the problem presented by figures such as I have 
shown you. 

Senator Bricker. But you are confident that the essential needs in 
the military build-up program are being taken care of? 
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Mr. Fietscumann. In the whole military? 

Senator Bricker. In communications. 

Mr. Fietscumann. In the communications field; yes. 

Senator Bricker. ‘Yes. 

Mr. FLerscumMann. I would like to turn to a subject as to how we 
allot to the military, because I think it is of interest to everyone here. 

Senator Bricker. This allocation of copper does not go directly 
to the military—that goes to the company ? 

Mr. Fietscumann. What we do is under the controlled materials 
program we issue the military for what they call the A_ products, 
ammunition is a best example. They issue the tickets to the arsenal 
that produces the ammunition. And the ticket, the CMP allotment, 
is delivered to the brass mill producer in return for the product. 

Senator Bricker. That is not what I was thinking about. I was 
thinking of the copper that is turned over to the te lephone companies 
under the allocation plan. 

Mr. Fieiscumann. That is the responsibility of the telephone 
companies. We do not allot that to the military. 

Senator Bricker. You do not follow into that to determine whether 
or not, say, a certain camp or a certain arsenal or a certain manu- 
facturing plant is taken care of ? 

Mr. Fietscumann. I have asked in discussions with the Bell people 
particularly, for assurances that that type of priority need is being 
taken care of and that assurance has been given. I have asked, for 
example, whether it would be useful to them to have a Government 
order. I do not like a Government regulation unless there is some 
need for it. 

They assure me there is no need for such a regulation because the 
priority needs are being taken care of through their own system. 

I would have no reason to suspect that unless somebody complained 
to me that they were not. 

Senator Bricker. Say, at the end of this year, most of the shortages 
in telephones will be in domestic use ? 

Mr. FieiscumMann. I would think that is true. I think it is true 
today, and it would be later on. I am afraid it will be substantially 
as it was in World War II. 

Senator Bricker. There is no question about it on the allocations. 
It will be a million or two at the end of the year. 

Senator Caprnarr. I think all of us should realize that you are 
not allocating the end use of the product, that is, you allocate to the 
telephone company and they themselves allocate the finished telephone. 

Mr. Fuetscumann. That is correct. In World War II, the War 
Production Board did put out an order allocating the use of tele- 
phones. In a sense, they provided a priority schedule. We have not 
done that, because the telephone company is doing the same thing. 

Senator Carenarr. Therefore, when any producer tells his cus- 
tomers that he cannot give them a telephone or an X item or another 
X item because of CMP or because of something else, he is not telling 
them the truth ? 

Mr. FietscumMann. I do not want to duck the responsibility. I am 
the fellow, I guess, who did not give them enough copper so that they 
could. 

Senator Carenart. The point is that you gave him copper enough. 

Mr. Fie1scuMann. We do not specifically specify. 
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Senator Carenarr. But the part that he gets he himself has com- 
plete 100-percent control over who gets that one-half ¢ 

Mr. Fieiscumann. He has made the choices; yes, sir. 

Senator Carenarr. He makes the choices as to who gets the end 


product. 
I think we ae vy keep that in mind, Congress has not yet 
given you authority, or, at least, you have not exercised authority on 


rationing on what we ae term “end products.’ 

Mr. FLeiscuMann. We do have the authority, but in line with Mr. 
Wilson’s policy v. 

Senator Carruarr. You have not used it / 

Mr. Fieiscumann. Also my own. We do not use it unless we see 
some need for it. 

Senator Carenarr. You have the authority if you wanted to use it 
at the moment ? 

Mr. FLetscuMann. Yes. 

Senator Carenarr. To allocate telephones to the homes or to the 
users, but you have not exercised that authority ¢ 

Mr. FLetscuMann. Yes; that is right. We do not intend to unless 
there is some reason for it. 

Senator Carenarr. You just control the material that goes into 
the telephone, and the telephone company, if they get enough to build 
100,000 telephones, they pick out who gets them and who does not 
get them / 

Mr. Fieiscumann. Correct. 

Senator Carenarr. That is true of all other products? 

Mr. Fietscumann. They do, as 1 am told, according to plan, which 
they say takes care of it. 

Senator Carenarr. We ought to understand that that is the system. 
1 do not want to criticize. 

Mr. Freiscumann. I understand: yes, sir. I would like to speak 
about the military program and what we do or do not do about it. 

ere military requirements are presented to us on a quarterly basis. 
They represent the metal content in steel, copper, and aluminum of 
the various programs which they have determined as essential to the 
national security. 

Neither Mr. Wilson nor I put ourselves in the position of being 
experts in the field of military science. We do not determine that a 
certain level of guns or ammunition are necessary. If and when it 
appears to us to be outrageous we would question it, but the basic 
determination on how many guns are needed and how many airplanes 
are needed is made by the military. 

These requirements are presented on a quarterly basis. We review 
it from these standpoints: First, is the metal actually needed in the 
quarter that they say it is to produce the material that they want? 
And we very frequently have in the past, and I am sure it w ill happen 
in the future, cut back the military requirements because they cannot 
demonstrate that they can use the metal in the quarter for which it 
is claimed, and for the things that they say they want it for. 

Secondly, we review what I would call frivolous use of metal. We 
do not think it is essential that the military should use metal, whether 
it be nickel or copper, in a foolish way at a time of great. stringency, 
and we urge substitution on them constantly, and with their coopera- 
tion. And that we feel is subject to our review. 
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I want to make it clear that up to the present time there has been 
no quesion, to use the popular term, of guns against butter presented, 
because we have without exception and subject to one or two points 
that I want to make later, granted the military what their screened 
requirements were. We have screened the requirements as carefully 
as we can, because we do not think any Member of Congress feels that 
the military should be given material to sit out in the field until they 
want it. So we have screened it. We have been tough about it. I 
think the military will agree that we have done a pretty good job and 
have been fair with them. 

But after those requirements have been determined, the military 
requirements have been met—and I know of no case in which it can 
be said that any important military production program has suffered 
because of any policy of ours of cutting back their material—of course, 
the controlled materials plan. now and then has not worked perfectly, 
and I would be the last one to deny that—here and there a military 
manufacturer may have had to wait a day or two for material— 
that happens all the time—but basically we have given them the ma- 
terial they needed. 

I want to make two observations that relate, however, to that 
subject. 

I have said that the question of guns against the butter has not 
been squarely presented up to the present time because we have given 
the military what they needed. It will be presented, in my judgment, 
in the case of nickel. It is being presented right now, as a matter of 
fact. It does not operate under the controlled materials plan, but 
we have a comparable control of nickel, which is the single tightest 
item. 

Now the military requirements for nickel, our own miljtary require- 
ment, exceeds the entire supply available to the free world. So it 
will be understood that we cannot grant it in full. 

Here is the way we plan to distribute the nickel, and if this is a 
violation of the guns-against- -butter policy, why, I have to plead 
guilty on this one. 

We are, first, determining the irreducible industrial demands. As 
everybody with business experience knows, you have to have nickel to 
operate some business. We are including in that a very small amount 
of nickel; percentagewise it is very small indeed, without which you 
could not manufacture any durable consumer goods. You could not 
manufacture refrigerators or radios. You would have to shut them 
down entirely for a small pinch of nickel. 

The Cuamman. What percentage? 

Mr. Fieiscumann. Around 6 percent for the entire industrial use 
of that kind. 

The Cramman. In other words, the military and atomic energy 
gets 94 percent ¢ 

Mr. FietscHMANN. We are saying after we extract that for the 
military you take all of the rest and use it as you want it. 

The Cuatrman. They gét 94 percent, in other words? 

Mr. Fixetscumann. It goes throughout industry. What we are 
doing, Senator Maybank 

The CuatrMan. I mean, the military gets 94 percent—did I under- 
stand you to say that ¢ 

Mr. Fieiscumann. It is not quite as simple as that. 
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The CuHarmman. Who gets the rest? 

Mr. FLeiscuMann. Consumer goods, what could be called less essen- 
tial uses. They get less than 6 percent of the entire supply. The 
rest is devoted either to the military or to items that the military 
agrees are indispensable industrial uses. 

The Cuarmman. That in the end is military, if they say it is indis- 
pensable. 

Mr. FietscumMann. Machine tools—it runs through the whole 
gamut. 

The CHatmrman. Of course, you have to have machine tools. 

Mr. FLetscuMann. If that is guns against butter, I would have to 
plead guilty. We are taking out that little bit. I think that most 
would agree that makes sense unless you are going to shut down 
American industry entirely. All of the rest of it they may have. 

They will have to redesign many of their implements of war in 
order to live within their budget, as the rest of us have to do in the 
material field. 

A second observation that I want to make is this, and that has to do 
with military construction. 

Congress voted $6,000,000,000 late last fall for military construc- 
tion, command construction and related military construction. It will 
not surprise you to learn that the military has rushed in to get all of 
that construction done at a very early date and it just cannot be 
handled within the material budget. 

So we are going to be forced to phase out this vast military construc- 
tion program which you have authorized. When I say phase out, 
we can do it in a way that will not interfere in the slightest with the 
basic military production program. They can do for a little while 
without a few of the special arrangements that you find in air bases, 
and so forth, in order to keep the rest of the economy going. And it 
is as simple as this. 

If we did not do it, we would have to stop many expansion projects, 
including important industrial expansions like steel mills which are 
half way up. We do not think that makes any sense. 

The interference with the military construction program will not 
be major, but there will be some. It will be phased out. We are 
doing it with all of the care that we can Samuiiend. 

I think I can assure you that there will be no interference with any 
vital military project. And, as I say, I think it makes sense to finish 
up the industrial expansion and not have half-finished buildings 
and plants standing around. 

There is one final point I want to make. You need only look at 
the brass mill production chart to see this. 

The Cuatrman. Has the military and has the AEC been complain- 
ing to you that their real needs have not been met ? 

Mr. FieiscuMann. As a matter of policy, they always complain, 
and so does every other claimant. 

The Cuamman. They tell me they are not getting all they need; 
that is, the Atomic Energy Commission. ~ 

Mr. Fietscumann. Who? , 

The Cuarmman. The Atomic Energy Commission. 

Mr. F.ietscumMann. The same thing is true of the Atomic Energy 
Commission as is true of the military. We have never reduced the 
requirement of material as we have determined it after screening. We 
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have never undertaken to say that they did not need to put up the 
plant at Savannah River or any other plant. That is their decision. 
That is a military security position. They have made it. And my 
associate here points out to me that the allotment to the Atomic Energy 
Commission—I dislike to admit this publicly— 

The Cuarrman. Do not do it. 

Mr. FietscuMann. I was joking, sir. I am not going to tell the 
figure, but it was exactly 100 percent of the requirement as stated by 
them. That is one that got no reduction, because we found that they 
had accurately stated it, and they got the full amount. Of course, 
they have delays, as you well know, in deliveries. 

The Cuamman. The military themselves took $6 billion out of the 
appropriations for plants. Secretary Lovett said that himself. 
They were not in position with equipment and the like to use the 
money. It is not a question of whether money is appropriated. It is 
whether the materials are there, as to where they are coming from 
to build these things. 

Mr. FietscHMann. It has to be phased out, and we are trying to do 
that. 

Senator Carenarr. Is it not a fact that appropriated money is 
running out of their ears? 

Mr. Fie1scumann. I have not seen that phenomenon. 

Senator Carenarr. You know it is true, because they have better 
than $50 billion of unexpended funds. So I would say that money, 
that is, appropriated money, was running out of their ears. 

Mr. Wirson. What we do not know, Senator, is how much of that 
they have committed. 

Senator Caprnarr. I understand. 

Mr. Witson. All we know is what they have committed that takes 
up material requirements. 

Senator Capenart. Exactly. Congress appropriated $6 billion to 
build military establishments. That money has not been spent. It 
may have been contracted for, that is, much of it, but it has not been 
spent. 

Mr. FietscumMann. They are just starting to contract for it. 

The Cuatrman. That money has to be turned into steel and alu- 
minum and copper. 

Mr. FieiscumMann. That is right. 

Senator Carenarr. We have more appropriations than anything 
else. 

Mr. Witson. It just adds to the otherwise tremendous load, this 
$6 billion, 

Senator Capenarr. I think it is better than $50 billion, and then 
we will appropriate another 50, which is $100 billion and at some 
date it will be all converted into materials and buildings and will be 
paid for. 

Mr. Witson. That is right. 

Senator Capenarr. As soon as the materials are available and the 
blueprints are available and the designs are available and manpower 
is available. 

Mr. Witson. Especially the designs. 

Senator Carprnart. It will be converted from money into physical 
things. 

Mr. Witson. That is right. 
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Senator Carenartr. The one thing that we have the most of at the 
moment is the money appropriated. 

Mr. Fixiscumann. I would like to discuss for just a moment the 
industrial phases of the expansion program. 

Representative Parman. I want to ask Mr. Wilson a question. 

You state you do not know how much of this $50 billion has been 
allocated. Who keeps up with that for you, Mr. Wilson; does not 
someone keep you advised as to the amount that has been allocated ¢ 

Mr. Wiison. As it is allocated—that is when I get interested in it. 

Representative Parman. Should you not have that information 
somewhere ? 

Mr. Wuson. I have it available, all right. I do not have the exact 
figure in my head. I did not know whether you were going to look to 
us for that information, but we have it all right. 

Representative Parman. In other words, everyday you know how 
much has been allocated ? 

Mr. Wirson. Yes; we know. Ido not say everyday. We know at 
the end of every month exactly what they have allocated. In our 
monthly report we specify how much and for what. 

Representative Tate. I am interested in the telephone situtaion, 
but I think that has been pretty well clarified. 

Then I am interested in the steel problem. Did you say, Mr. Flei- 
schmann, that the tightest use is steel plate for bridge construction, 
and so on? 

Mr. FietscumMann. I would say steel plates and structural shapes 
are our two tightest steel items; yes, sir. 

Representative TaLie. And that reinforcing steel is easing? 

Mr. Frieiscumann. Is easing compared with structural; yes; that 
is correct. 

Representative Tair. I understand that the military gets what it 
wants? 

Mr. FieiscuMann. Well, that is not true. We have cut down, for 
example, sir, the structural steel requirement of the military in the 
second quarter very drastically, because we simply could not support 
it. We have done that, we think, without in any way interfering 
with the basic program. 

They are getting, in the field of copper and aluminum, substantially 
what they require to go into munitions of war. That seems to us to 
be quite a different proposition from saying they must have everything 
on the day they want it to erect a new mess hall at an air base. They 
can get along for a little while with a wooden mess hall. It is just 
possib le that they would survive that. And, therefore, we are phas- 
ing out that program; otherwise we cannot finish the industrial ex- 
pansion program and we would have nothing left for roads and schools 
and the other things that the Congress and the public rightly think are 
important to kee ge going. 

Representative Tair. I should like to turn to the matter of pri- 
orities. 

Assuming the military gets what you think is reasonable, then what 
rung on the priority ladder is oceupied by the next use? Let me be 
specif Assume that the Export- Import Bank makes a loan for the 
building or equipping of a steel plant in a foreign country or the build- 
ing or equipping of a waterworks plant in a foreign country, would 
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the fact that that loan is made by a Government agency to a foreign 
country place that demand on a higher rung of the priority ladder 
than a similar use in our own country ¢ 

Mr. Fieiscumann. No, sir; not remotely. We have a much more 
strict policy with respect to export projects than we do for our own. 

The question of priority that you mentioned is an important one 
for understanding. 

We do not use in our own thinking and in our own work the concept 
of priority. What we are doing is a quantitative job. We have so 
much steel, copper, and aluminum. We are distr ibuting it among so 
mahy programs and competing demands which, in the aggregate, far 
exceed the amount that can be made available. If we use the term 
“priority” at all, it would only be in relation to the mihttary program 
for the reason that I have mentioned. 

We do have in mind giving the military substantially what is needed 
on a security basis, but all of the other programs we try to fit m with 
this inadequate supply, so that all get something, having relation to 
the maintenance of a sound economy and the maintenance of this 
expansion program. 

I might say the expansion program is being substantially curtailed 
because of the inadequacy of material. 

Would you like to ask me a question ? 

Vice Chairman Brown. I wish you would explain this. The gen- 
eral public does not understand why it takes such a long time to make 
machine tools, 

Mr. FieiscumMann. I will let Mr. Wilson do that. 

Mr. Wiuson. In the first place, in 1951 we doubled the output of 
inachine tools over 1950. That is not a good record maybe, but at least 
it is some sign of progress. 

In 1952 we will double 1951’s production. 

By the end of this year our machine-tool business of the country 
should have an output of approximately $1,400,000,000, which will be 
ut least four times greater than pre-Korean. 

Let me say there is foundation for the charge that is made widely 
that the machine-tool output has been slow. Of course, if it was 
double what it is today the charge would still be made, because you 
have got to remember that all of these tremendous appropriations thai 
the Senator was just talking about really only came into being in 1951, 
the bulk of them in 1951. They covered items such as airplanes, tanks, 
and, shall I use the term that is most widely used, of fantastic designs, 
many of which could not use the machine tools that industry had or 
that had been stocked up by the military. Nobody knew just what 
some of those designs would be that would be required until the planes 
and the tanks had been designed. That was the first job. 

Then you found out in a normal production engineering way what 
kind of tools it would take to do it. 

It could have been wonderful if we could have waved a magic wand 
and found that out quickly a year ago and got the machine-tool busi- 
ness of the country on a subcontracting business basis as it now is 
and and put many people into the manufacture of machine tools of 
really fantastic designs who had made — machine tool parts 
heretofore. Admittedly, it took the year 1951, pretty much, to get 
rolling, although in that year, as I say, we doubled the output. 
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We will double it again in 1952. Even now we have not completed 
the ordering of many of the machine tools that will be required by 
industry, by the military, under the last appropriation that you gave 
them. 

The design work is going on. 

Senator Carenarr. That figure was $3 billion, if I remember 
correctly. 

Mr. Witson. That is correct. 

Senator Roserrson. In connection with your inability to supply or 
to plan sufficiently in advance the type of machine tools that you 
would need, I call your attention to the fact that we are planning a 
large number of airfields in Europe and North Africa. As soon as the 
blueprints for a field have been prepared, the military authorities 
will know approximately the amount of steel necessary for the facili- 
ties that will have to be built for each field. Some of them are bigger 
fields than any we have in this country, with runways 10,000 feet 
long, and so forth. 

Would you not then be in a position before the time for the delivery 
of steel comes to take up the question of requirement for steel with 
the cooperating country in which the airfield is located and say, “We 
will expect you to furnish that steel and not to tell us you do not have 
any to spare.” 

Mr. Wison. I presume, Senator, that that would depend largely 
on which country you were talking about as to those particular fields. 

Senator Rosertson. Most of them would be in France. 

Mr. Witson. France probably would have an ability to supply 
some of the steel; ves. We certainly would do everything humanly 
possible to get all of the steel that we could out of France, make them 
supply it. We certainly will use every effort to do that, because we 
have troubles enough of our own here with our steel supply. 

Senator Roserrson. I just mention that because that is a new de- 
mand that is coming. It 1s a 5-year program, a tremendous program. 

Mr. Wuson. That is right. 

Vice Chairman Brown. I thank you very much for the answer to 
my question. My question was not one of criticism but because the 
general public does not understand. It takes time to make machine 
tools. 

Mr. Wirson. One of my associates just called attention to one spe- 
cial category of the machine-tool situation that might interest you. 

We will take an airplane, for example. A new fighter plane. In 
the last war we used very little aluminum. We riveted it to make the 
wing of that plane. Today it is no secret we use aluminum, shall we 
call it, three-quarters of an inch thick for that same plane. That 
whole surface has to be milled. Underneath that there are many 
machining operations, shall we say, that have to be performed which 
require special tools. 

If you were running an ordinary business in ordinary times you 
would not expect to design and get those tools under a couple of years 
even under good conditions. I have built them myself and I would 
not expect to have done it in much less time than that. 

Of course, we cannot wait till a couple of years from now. So our 
first job is to steam up the design job on the tools. But even after 
that, and even with all of the pressures that will be exerted, and I 
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assure you that they will be exerted, it is, probably, another year before 
you get those tools under the best conditions. 

That does not apply, of course, to ordinary millers and lathes and 
things like that. Those are the ones that have doubled production. 
It is these extremely difficult tools to which it applies. 

Just to show you the complexity and the size of the problem, there 
is one machine tool that is required by many industries working on 
war material now. I happen to have lived in a city where that ma- 
chine tool was made. I lived there for 15 years. I know a little bit 
about the output of that company. 

On a nto expanded basis that company could make about 300 
of these very special tools in a year. 

We had a demand for—I-am going to err on the conservative side, 
if anything—for at least 1,200. We have to get them in a year to meet 
these so-called schedules of the military. 

Obviously, this company could not have done it. We have had to set 
somebody up in business who on a vast scale is going to make maybe 
900 ina year. That isa little high. It will be about 800 in a year. It 
will be a year before it gets colling It will not really roll until the 
end of 1952. 

That may seem like an isolated case, but if I told you of the various 
military end items that are alleged to be required for those particular 
machines, the name is almost legion. 

That has added greatly to the complexity of the problem, to get 
sufficient of these machine tools ina hurry. They are not the standard 
machine tools. 

Vice Chairman Brown. I think you are doing a wonderful job. 

Senator Bricker. We held a hearing in the last session on ground 
transportation. And Colonel Johnson testified as to the need for 
freight cars and locomotives. He placed the figure, I think, that is, 
the National Security Resources Board did, at 10,000 cars a month. 

I had a letter from him a short time ago in which he said that the 
cars now in the hands of the class I railroads averaged almost 20 years 
in age and over one-half of the cars in service are older than 20 years. 

In your program you have cut that down, I think, to around 5,000 
or 6,000. 

Mr. Wirson. Six thousand. 

Senator Bricker. Six thousand cars per month. That is one-half 
of what the National Security Resources Board and Colonel Johnson 
said was necessary to keep our transportation system up to need. 

Mr. Wirson. That is right. 

Senator Bricker. These products are no good unless we can trans- 
port them. They are only good if they are delivered to the point 
where needed. 

Mr. Witson. That is right. 

Senator Bricker. [ am wondering if there is a danger in the freight 
car situation and also in the production of locomotives that needs a 
little bit more consideration and possibly a lifting of that, if it is 
possible; and would it be possible to do so. 

Mr. Wurson. No; I do not think so, Senator. We have spent a great 
deal of time on this freight car and Diesel engine situation. 

You understand, of course, through 1951 I do not know what it 
averaged—it averaged much more than 6,000—it averaged 7,500 and 
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at times they produced 10,000 cars. As to the Diesel engines, if I 
remember the figures correctly, that ran around 300 a month. 

I have no doubt that was a good thing for the railroads and for the 
transportation system of America over-all. I think they need them, 
all right, but I do not believe that in the phasing out of this program 
for a few quarters that the transportation system of the United States 
is going to suffer too heavily, I think they have to take some cut- 
back during the worst of our material shortage period like everybody 
else. 

You see, the other transportation agencies are also demanding 
tremendous amounts of material and there just is not enough to go 
around even for so important a thing as transport. The material 
required for trucks is the same kind of material almost. That is added 
to the burden. Then there are the roads. That adds to the burden. 
That is for transportation generally. 

I am hopeful that the reduction in their monthly output of new 
freight cays and of Diesel electrics will not be for too long. I think 
they have to take a little respite, like everybody else. 

Senator Bricker. The present allocation will just about take care 
of the retirement of cars. 

Mr. Wuison. That is what they say. I have heard that for so 
many years that it is becoming hackneyed. 

Senator Bricker. Mr. Faricey made that statement. 

Mr. Witson. He made it in a speech again yesterday, and frankly 
I think it is the bunk. 

Well, look, until the railroads and the people who use them, the 
big shippers, get turn-around down and faster and quit holding 
freight cars as storage vessels and all of that sort of thing that is 
done—I will admit I will have a lot more sympathy with people who 
say that we will shut down industry because for a very short period 
we have had to reduce the production of freight cars to 6,000 a 
month from 10,000. 

Senator Bricker. I do not think anybody is complaining that they 
are going to shut down or anything like that. 

Mr. Witson. We are going to handicap them. 

Senator Bricker. I think they did a remarkable job in the turn- 
around program during the war. 

Mr. Wiison. We want them to get back and do it again now. 
This is just as bad as war. Our shortage of material is just about 
as bad. 

Senator Bricker. Are they not conducting the same kind of a pro- 
gram now that they did then? 

Mr. Witson. They are trying to, but they have not gotten it on the 
same basis that they did in the war, by any means. 

Mr. FietscuMann. I might add, Senator Bricker, I think you 
might be interested in this, too. They compete for the same materials 
that you-need for roads and construction, They use structural-steel 
sheets and steel plates. Those are the two tightest steel items. That 
is where the difficulty is, right in there, for exactly the same things 
that we have the least of. 

Mr. Wutson. And there is marine transportation that wants the 
same thing. We have had to loosen up and take care of the marine 
construction program, which is using the same material. 
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I do not think, Senator, for the length of time we will have to 
phase it out, that will do too great harm. It is the last thing we 
want to do. 

Obviously, this Nation runs on wheels in one form or another. We 
realize that. 

I think we were very generous with the car builders and engine 
builders through 1951. We took the material away from some other 
sources, other claimants. I do not think we are asking them to take 
too much of a cut. 

I expected they would holler about it. If they were really hurt, 
I would be worried about it, but I am really not worried about it 
vet. 

Senator Bricker. Colonel Johnson was very explicit in his testi- 
mony, and he rather alarmed me a bit in that hearing, and in his sub- 
sequent letter which confirms it, that we would be unable to take care 
with the present supply of cars and power the transportation needs 
on the railroads if there should be an all-out war. It is something I 
think we should think about. 

Mr. Wirson. Remember that many, many thousands of businesses 
in the United States that get freight cars in today in great numbers 
are not attempting to unload them on Saturday or Sund: ay and there 
they lie, and you can increase the use of cars in an emergency a great 
deal. 

Senator Bricker. Whose fault is that? 

Mr. Witson. Well, they do not want to pay the overtime. I am not 
criticizing. It is just a condition. Come a real emergency, all that 
would be out the window and we would get much more use out of those 
cars than we get today. 

If | may remind you, in addition to giving them the material cu 
rently for 6,000 cars a month—that is, new cars—and about. 2: 
Diesels a month, which takes a lot of inutorial—in addition to that the 
railroads and the engine builders and the engine maintenance people 
are getting tremendous quantities of MRO, the material for mainte- 
nance and repair. And they are utilizing it, I think, very satisfac- 
torily. Cars that probably otherwise would have been replaced are 
getting considerable going over and are going back on the roads and 
will maybe do another 5-year turn. 

I think that is all to the good. That is good conservation anytime 
when you are so obviously short of these particular kinds of materials 
and where the claimants for them are really legion. 

Senator Bricker. Do the roads and the highways, the railroads and 
the marine compete with the automobile industry in the allocation 
of the same kinds of steel and materials? 

Mr. Wutson. Only the trucks. 

Senator Bricker, Only the trucks? 

Mr. Wuson. The trucks; yes. 

Senator Bricker. Have you increased the amounts for the trucks 
lately or for automobiles? I saw a statement yesterday that you had 
increased the number of automobiles. 

Mr. Witson. Not trucks. 

Mr. Fietscumann. I would like to cover the automobile situation. 

Senator Carenart. May I ask one or two questions on machine 
tools before we leave that? 
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My observation has been that we possibly need—I do not know 
whether it will take legislation or what it will take, in respect to the 
machine-tool industry and the needs for machine tools—something to 
cover two weaknesses. They are very serious, and I do not know what 
can be done about it. I do not think legislation is needed. I do not 
think it would be helpful. It might be the wrong thing. 

The two things that I have observed that are slowing it down and 
holding it down are these: One is the failure of those who design our 
military machines to take into consideration the tool machines that 
are available and the kind of tool machines that. could be made avail- 
able in a hurry to build them; and, secondly, the maldistribution of 
the existing tool machines that are now held by the Government. 

I do not know what can be done about those two things. It is 
unbelievable the way they are designing some of the things today 
that we build. Instead of designing in a simple way and making 
them better and using simple machine tools, as you said a moment ago, 
they are being designed in such a way that it requires entirely new 
special machine tools. 

For example, as you know, hardly anything today is designed to 
use metalworking machines. It is all milling machines and lathes. 

Has Congress failed in that respect? 

Mr. Wuson. No, sir. I do not think that Congress has failed. 
If there is any failure, a lot of us have failed on it. 

I could not agree with you more to a certain point in what you say, 
Senator. It isa pretty big problem. 

Senator CareHart. Do we need an over-all designing or an over-all 
oo? to go over these designs in advance ¢ 

Mr. Wixson. I think you are supposed to have it. 

Senator Carruarr. I do not want to get into detail here, but I 
have talked to you privately about the way some things are being 
designed as compared to World War II, which is only 6 years ago. 
It is just unbelievable the different kinds and types of tool machines 
that it takes to build these things. They are no better in many in- 
stances, possibly not as good. 

Mr. Witson. I will talk to you as a fellow manufacturer now. If 
you were pretty sure that these designs, or that your designs of today 
that are finally going to come out of all this redesigning that is going 
on, were going to last for some period and there was not something 
even more fantastic around the corner that was going to require 
new tooling, why, I think that, generally speaking, I could give you 
some glaring exceptions that would make your hair curl; but, gener- 
ally speaking, these would not be bad investments, because they pro- 
vide a better weapon and they provide it cheaper than you could buy 
the multiple-purpose tools that I think you are thinking of. 

Senator Carrnarr. Possibly cheaper, yes, if they are going to be 
built to last indefinitely and if you are going to build them in great 
quantities. What we are talking about is something we ought not to 
be taking up time with, perhaps. 

Mr. Wixson. Just so you will not think that is being neglected 
altogether, let me tell you that some of the people who are getting 
under way on the new weapons faster than others have adopted this 
very plan that I think you ioe in mind, Senator, and that we talked 
about one Saturday, if you remember. Instead of waiting 14 months 
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for a fantastic new tovl that many are waiting for, they have gone 
out and have improvised. Maybe they have used two machine tools 
instead of one. 

I know of one company that is today producing about one of the 
most important weapons which is about 3 months ahead of schedule. 
They have used nothing but second-hand tools. They have nothing 
but multiple-purpose tools. They do not have any of these fantastic 
tools. 

Senator Carrnart. If they would give the producers more flexi- 
bility in producing, that would help, too—let people improvise ways 
of doing it. 

Mr. Witson. Time was the element. 

Senator Carenarr. Another observation I have made is this: It 
may not be a maldistribution of the existing tool machines that the 
Government owns, but it is perhaps just their lack of allocating them 
and getting them out into the field. 

Mr. Wi:son. I think there has been a great improvement there in 
the last, shall I say, 6 months. 

Senator Carenart. That has been the responsibility of the military 
and not you. 

Mr. Wixrson. That is right, except we have had to get into it, the 
Machine Tool Division, and extract them. 

Senator Carenart. “Extract” them is a good word to use. 

Mr. FieiscumMann. And a very good word. 

Senator Carenart. I might say to dynamite them out. 

Mr. Witson. It is a big subject when they have a residue. I am 
thinking of one department with 6,000 machine tools, but over here 
they have a requirement coming up for billions of something that they 
are sure will use the whole 6,000 tools. 

Senator Carenarr. Six months from now. 

Mr. Witson. That is right. So, extraction is what it takes, but we 
have gotten a good many of them. 

Vice Chairman Brown. You started to talk about automobiles 
awhile ago. 

Mr. Fie1scuMann. I was going to cover the field of civilian pro- 
duction very briefly, including automobiles, if that was desired. 

In the first place, we have had to make a further reduction in the 
neighborhood of 10 percent for the general level of civilian production. 

We have come to arrive at a policy which we think is what Congress 
intended in this area. And let me say this is not-an easy subject, and 
one can never be sure that you are right in it. But we have in mind 
that, generally speaking, unless there are great shortages of civilian 
goods which have not appeared, I might say, we think that the sound 
public policy embodied in the act is equality of sacrifice ; namely, that 
so far as you can across-the-board civilan production ought to go 
about the same level. 

I need hardly say, with the many, many thousands of different 
products and every type of concern and some buying components and 
parts and others doing the whole thing, that is not easy to reach. 

We have established as a principle, generally speaking—and our 
second-quarter allocation came pretty near realizing that principle— 
across the board in civilian fields that everybody will take a propor- 
tionate cut, and even though small firms which took the brunt of it 
in the first quarter when we cut back the least essential fellows like 
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the jewelry manufacturers the most, we are trying to get all now 
in some kind of comparative basis, because, to us, the man who is un- 
employed in the jewelry factory is just as unfortunate in his situa- 
tion as the man who is unemployed in Detroit in the automotive 
industry. 

And so there is not any great shortage of automobiles or radios or 
anything else on the civilian market today, And we have thought it 
better as a policy to try to spread the materials as equitably and as 
fairly as we can, and that is the policy that we have followed. 

The Cuarrman. Without hurting the military? 

Mr. Fieiscumann. Without hurting the military. That is why 
the 10-percent cut had to be put on to bring that down to a level that 
you can support. 

The Cuamman. While you are talking about that, I have here be- 
fore me an article that appeared in one of the Washington papers in 
which it quotes you as saying that NPA has concluded that it should 
not make determinations on the basis of essentiality. It is pointed 
out that the Defense Production Act provides only for the various 
segments of business and should receive a fair share of civilian supply 
based as far as practical on the share received before Korea. 

I did not understand the act to require you to allot these things 
that were essential. 

Mr. FierscHMann. We are making determinations on the ground 
of essentiality every day. 

The Cuairman. The article says it should not make determinations 
on the basis of essentiality. I thought that was the purpose of the act. 

Mr. FieiscumMann. The article is not correct. 

The principle that I am speaking of applies only in the civilian 
field after you take care of the essential program, the military pro- 
gram, the expansion of aluminum. 

The Cuarman. The military is taken care of in full / 

Mr. Fieiscumann. Yes, sir. Then in the civilian field we are try- 
ing to spread this equitably. 

That brings me to the automobile situation. I want to correct the 
story that was in the paper this morning, which was incorrect. I want 
to give the true facts on the level of automobile production. 

As you know, we are faced with a very bad unemployment situa- 
tion in Detroit. We have had very heavy protests and representa- 
tions from the automotive industry and the labor people. We are 
naturally, being hutan beings, much concerned about a very real 
problem there. 

Nevertheless, I have got to make it perfectly clear that you cannot 
basically allocate materials on the ground of employment. 

The same thing applies to those public-spirited people who feel that 
we ought to be resuming nonessential construction, such things as office 
buildings, because very many construction workers are out of business, 
out of work. 

It is true, but the metal just is not there if we are going to get this 
done. Somebody is going to be unemployed for temporary periods, 
and you cannot escape it. 

Now, with the automobile people the key difficulties in automobile 
production are the two metals that we have been discussing—brass- 
mill copper and aluminum. It is not the steel that is holding them 
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back. We could make a little more sheet steel available, and we are, 
but there is not any more copper and aluminum, and it is not a ques- 
tion of guns against butter, it is a question very definitely of auto- 
mobiles against ammunition, because that is where the copper is, in 
the ammunition. 

Here is what we are trying to do for the second quarter. The first- 
quarter level supplied the materials for the sieelieshien of 930,000 
cars, but the manufacturers were permitted to manufacture 1,000,000 
if they could stretch their material out to do that. 

Senator Carenarr. The first quarter of this year? 

Mr. FietscuManyn. For the first current quarter of this year. 

For the second quarter we are allocating copper and aluminum so 
that they can make 800,000 cars, if they stick to their present bills 
of material. 

There is only copper and aluminum enough for 800,000 cars. How- 
ever, we do have some extra sheet steel available. So we are allocating 
enough sheet steel so that they could make 900,000 cars out of that 
steel, providing they can make the necessary conservation measures 
in copper and aluminum. 

There is a substantial element in the industry that believes they can 
make those conservations. 

In addition, we are putting an over-all unit limitation of approxi- 
mately 930,000 units, having in mind that in addition to general con- 
servation measures they may be able to use up some inventory if it is 
available. 

So that at the optimum, if they do everything they possibly can, 
they may be able to make as many as 930,000 ears. What they actu- 
ally will be able to make, I do not know, but I do know—— 

Senator Carenarr. Will you yield a moment? What did they make 
in the first quarter of 1951? 

Mr. Fietscumann. Of 1951? 

Mr. Witson. You mean what did they actually make, Senator Cape- 
hart ¢ 

Senator Carenarr. The first quarter of 1951. 

Senator Moopy. 1.600.000. 

Mr. FieiscuMann. 1,600,000, It is a much bigger figure than now. 

We do know that there is not enough copper and aluminum to sup- 
port more than the figure that we have given them unless you abandon 
this principle of equity among civilian consumers. 

As I have shown from the charts, far from being discriminated 
against, the automobile industry has had all of the best of it. 

The Cuarrman. What are some of the other industries that have 
been hurt? You mentioned jewelry. 

Mr. Fietscumann. Jewelry is at one end of the thing. There are 
washing machines, radios, refrigerators, every level of civilian goods, 
and most hard hit have been things like aluminum venetian blinds and 
the thousands of small concerns chewing up aluminum for that pur- 
pose. 

We are going to try to do a little better by them because they have 
been nearly forced out ef business. We are going to try generally an 
equitable level across the board. 

That has been a very difficult problem to think out, but meanwhile 
there is this necessary bad situation in Detroit. And as has been 
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pointed out, there is a bad situation in New York and Baltimore and 
other cities where nonessential construction has been held up. 

The Cuarrman. What is the situation ¢ 

Senator Capenartr. May I ask this question? The automobile com- 
panies, of course, have billions of dollars’ worth of war contracts. 

Mr. Fietscumann. That is right. 

Senator Carenartr. How are they going to turn out all of these auto- 
mobiles and the billions and billions of dollars’ worth of war-material 
contracts that they have? Ig it a fact, or not, that the war contracts 
that they have will absorb their labor? 

Mr. FieiscuMann. It will not absorb the labor, because a very large 
proportion of their war contracts were as it now seems unfortunately 
placed outside of Detroit. They were placed in Delaware and New 
Jersey. 

Senator Carrenarr. It is still the automobile companies. 

Mr. FietscuMann. Still the automobile companies, but it does not 
help the unemployed people in Detroit very much, because there is 
only a limited movement of labor. 

Senator Capenarr. It may help the unemployed some place else. 

Mr. Fietscumann. It will. We have to look basically at the na- 
tional employment figures, and based on that I will say whether by 
luck or good management, I do not know, but the decline of civilian 
production has been meshed into increasing defense production re- 
markably well, because, as you know, employment is at a very high 
figure and unemployment nationally is very low. 

Senator Carenarrt. Is it not a fact that the automobile companies 
have more unfilled war contracts than their total net billings amount 
to in any one year or year and one-half? 

Mr. Wuson. Just about. 

Mr. FietscumMann. It is very large. I would not think quite that 
big. 

Mr. Wiison. It is not quite that. 

Senator Carenarr. It will take manpower and materials to get 
that out. It will take new machines and physical properties. 

The point is, can they do both? 

Mr. FietscuMann. They can, because they have located them in 
other places. If they had located them in Detroit there would have 
been some necessity, at least, of shutting down some parts of their 
operation. Looked at from their present situation that probably 
would have been a good thing, but those decisions were made right 
at the time of Korea. 

Senator Carenarr. It would seem as though they were doing a 
good job of subcontracting their war work. 

Mr. FietiscumMann. They are not subcontracting. They have taken 
it on themselves, but placed it at other places. 

Senator Bricker. Was that necessary, or could they have availed 
themselves of the Detroit plants? 

Mr. Fieiscumann. I would say this about it, Senator Bricker, 
and to some extent I am using the wisdom of hindsight—I was not 
here when these decisions were made, and neither was Mr. Wilson. 
At the time you will recall there was a tremendous drive for dispersal 
of our war facilities. The automotive companies—and, I think, the 
labor unions were with them—failed to see, as anyone might fail to 
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see, the size of this program. And they thought and hoped that 
automobile production could be kept up at very high levels in Detroit 
without substantially getting in 

The Carman. That was a military decision, too, because they 
wanted to disperse the industries. 

Mr. FietscumMann. That is right. 

The Cuarrman. Because of fear of bombing attacks. 

Senator Carpenart. There was the fight over the basing point, too, 
when these big companies started dispersing their plants throughout 
the country. 

Mr. Fietscumann. I do not know about that, but I do know that 
all of the emphasis was on dispersal of industry, and they did it. 

That was done 2 years ago. Whether it was right or wrong, it has 
created a very difficult situation in Detroit, but one that, in my judg- 
iment, cannot be cured by taking the materials away from the mili- 
tary now and putting it into automobiles. 

Senator Moopy. Are you saying that the situation is created be- 
cause they dispersed those plants, or are there not other factors? 

Mr. FietscuMann. It certainly had a lot to do with it, Senator 
Moody. It had a great deal to do with it, because there are two fac- 
tors: either they could have converted them, which, I think, everyone 
will agree would not have been a very likely decision for them to 
make, or they could have created other facilities in the Detroit area 
to draw upon the labor pool now available. 

Senator Moony. The purpose of my last question was to point out 
to you, Mr. Fleischmann, that as a matter of fact to some extent that 
was done. I mean, there are now plants being built around Flint, for 
example. 

Mr. FietscuMann. Yes, there are some. 

Senator Moopy. There are some around Detroit. And regarding 
dispersal, it has always seemed to me to be a rather peculiar policy, 
when the purpose of the Government, as I understand it, is to build 
parallel plants that would be able to take a quick switch of labor in 
an emergency, rather than to expect that you could take a quick shift 
of labor from a Detroit plant to a Delaware or New Orleans plant. 

If that is the purpose of the thing, it seems to me that they should 
have dispersed in Detroit. 

Mr. Fierscumann. That is the policy we followed, but we had 
nothing to do with this decision. Mr. Wilson has developed a policy 
which does exactly what you say. We follow the dispersal policy 
only within the industrial area at the present time. 

Senator Moopy. I should like to say, if I might, I am very glad, 
sir, that you did see fit to increase this ceiling of the possible produc- 
tion to 930,000 cars. It is not as much as we asked for, of course, but 
that is a highly ingenuous industry. 

Mr. Fieiscumann. We hope they can make it. 

Senator Moopy. I hope that they can turn this out, and if they do 
it will mean a great deal to the community. 

I am glad, therefore, you did not set a flat ceiling of 800,000 cars 
on the proposition. ; 

The Cuamman. Senator Lehman says that he is quite upset about 
a matter in New York and wants to ask a question about it. 

Senator Lenman. The employment situation in New York is a 
serfous one, too. 
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Mr. FieiscumMann. Yes; I think so, sir. 

Senator Leuman. Because of the cut-back on construction. Have 
you any plans for relieving that situation? There have been a number 
of proposals made, I know. 

Mr. Suahann I have been unable to think of any plan that will 
correct the unemployment situation that pertains to New York City. 

The elements of the situation are basically simple, but the solution, 
I will have to say, escapes me. The situation is this. Since about 
a year ago, due to the shortage of structural steel and copper—those 
are the two factors there—the Government has considered it necessary 
to eliminate less essential construction. That includes such things as 
we call commercial] stores, office buildings. It includes many types of 
public works such as courthouses and other projects which, so far as 
essentiality is concerned, certainly could be deferred. 

The structural-steel situation for the second quarter is so tight that 
we are, in this situation, going to allow virtually no industrial starts. 
And by industrial I mean the expansion of basic industries, steel, 
chemicals, all of the rest that are designed to cure this acute shortage 
situation in which we find ourselves today. It is just that type. 

We are trying, and we cannot quite see our way yet, but we have got 
to do it—we are trying to find material enough to keep going those 
industrial projects which have previously received allotments. That 
is how tight it is today. 

Asa result of that we have had to cut back the structural-steel allot- 
ment of the military construction in the manner that I have described. 
And the copper situation is revealed there. 

Under those circumstances I find it difficult to see how we could 
justify an allotment of materials for one city for nonessential con- 
struction. 

There is construction going on in New York City, as you know. And 
the same complaint comes from Baltimore and other cities where by the 
very nature of the city you do not get very often heavy industrial 
construction going on. 

It is quite a different matter, in my judgment, from a production 
problem like the automobile industry. 

There is construction going on in New York. There are highways, 
there are high schools, hospitals, just as in any other city. 

The Cuatrman. Speaking of New York, what is the hospital pro- 
gram for the second quarter? 

Mr, FieiscumMann. I can only answer that generally because the 
figures are not yet finalized, but generally speaking we are continuing 
all hospital construction that has been started. There will be enough 
material to allow a few, but only a very few, starts. 

The Cuamman. We appropriated considerable money under several 
acts for that. 

Senator Lenman. There is a greater effect in New York due to this 
cut-back. I do not want New York to be competing with Detroit or 
Pittsburgh or any other city. I realize the seriousness of the situation. 

You have said that certain increased quantities of sheet. steel have 
been allocated to the manufacturers of automobiles in Detroit, Does 
that mean that there is going to be additional hardship worked on 
the construction industry ¢ 

Mr. Fieiscumann. No, sir. 
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Senator Lenman. That steel is not available for construction pur- 
poses ¢ 

Mr. Fieiscumann. No, sir. 

Let me make two points: First, the sheet steel allotted to the auto- 
mobile industry, as well as the copper and aluminum, is a reduction— 
it is a reduced amount from the amount allotted in the first quarter. 
But the second and more important factor is this: It is not a lack of 
sheet steel that is holding up the construction projects, it is structural 
steel. 

We are using our facilities to turn out structural steel to the maxi- 
mum. The fact of the matter is, as you know, it goes not only to con- 
struction but it goes into things like freight cars, highways, and many, 
many other industrial uses, like machine tools. That is another 
example. 

The difficulty, however, with structural steel is not steel as such. 

Senator Caremart. May I ask one question in line with Senator 
Lehman’s question ¢ 

It would seem that the bottleneck at the moment is copper. 

Mr. FrietscumMann. Not in construction, sir. 

Senator Carenart. Not in construction, but copper seems to be 
the bottleneck from your charts. There is an abundance of copper 
throughout the world, but the price is higher than our own price. 

Would it not be wise for Congress to pass some sort of legislation, 
or for you or the OPS to make some effort, even at a higher price, to 
get. this copper? I mean, would that be good economy in the end, 
would it be wise ? 

Mr. FietscHManN. We are making strenuous efforts to get our share 
of copper. 

Senator Carenarr. But the world price is higher than the domestic 
price ? 

Mr. Fieiscumann. That has been a factor. 

Senator Careuart. Is it not a fact that there is an abundance of 
copper throughout the world? : 

Mr. FietscuMann. No, sir. 

Senator Careuart. There is copper available. 

Mr. Fieiscumann. There is an international copper shortage of 
an acute nature. 

Senator Carenart. There is copper available to the United States 
if we are willing to pay the price; 1s that correct 

Mr. Witson. There is very little. 

Senator Carrnart. But some. 

Mr. Witson. Some, but very little. 

Senator Carenarr. Would it be wise to pay the price ? 

Mr. Witson. The price would be tervihe: In my judgment, with 
the very little that is available to the rest of the world, and with so 
many people competing for it, all we would be doing would be maybe 
getting a very, very small increment at a high price and we would 
just run the world price up. 

Senator Carenarr. Your thought is that it would not be wise? 

Mr. Wixson. That would not be wise, We have plans, Senator, 
that we are now pursuing to get a little better share under the interna- 
tional arrangement. 
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Senator Carenart. That would relieve the situation in New York, 
because they use a tremendous amount of brass and copper in New 
York and near New York. 

Mr. FieiscumMann. It would not relieve it, because the shortage 
that Senator Lehman is discussing is structural steel. 

The big unemployment problem, as I understand it, is in the build- 
ing trades; is that not correct ? 

Senator Lenman. That is correct. 

Senator Careuart. Primarily in the building trades. They use a 
lot of copper, too. 

Mr. Wixson. You bet they do. 

Senator LeumMan. Your idea is to cut out all nonessential construc- 
tion work. 

You mentioned as part of the nonessential categories office build- 
ings. I applaud that, but I also, of course, feel that there must be 
complete equity as between different localities. 

Representations have been made to me, and I am not at all certain 
that they are accurate, that in Pittsburgh there are being constructed 
today eight very large office buildings for which large allocations of 
structural steel have been made and are still being made. Is that cor- 
rect ¢ 

Mr. F.eiscumann. I think not. It could be. And I want to tell 
you 
: The Cuarrmman. There was a quorum call. The President will 
speak at 12:30. So we will have to recess shortly. If it would be 
agreeable, I wish you would oe out to the members here anything 
else that you thing you ought to bring out in the next 5 minutes, for 
the reason that I understand you are going to go to California; is 
that right? 

Mr. FLe1scuMann. Yes, sir; but not because as a result of the testi- 
mony. However, I plan to go. 

I would like to answer Senator Lehman’s question. 

The Cuarrman. When you get through with that, there might be 
some other things. 

Mr. FLetscuMANN. It is a very important one. There are all over 
the country, Senator, including New York City, many commercial 
buildings in various states of completion which were started before 
the ban on office buildings and other structures went up and are not 
yet fully completed. 

Our regulations do not forbid the completion of a building if the 
owner was foresighted enough to get the materials on hand, and we 
think it would be a matter of economic waste to stop a building half 
way up, particularly when the steel has been fabricated, as is usually 
the case, and is useless for any other purpose. 

Beyond that, where there has been a showing of a particular hard- 
ship, where a man is going completely out of business because he has 
a building halfway up and cannot finish it, we have tried very hard 
to make material available, whether it be New York City, Pittsburgh, 
or any place else. 

There is a situation that I want to compare with that. 

In New York City—I will use no names, but you will recognize it— 
an office building was about to start and they applied for an exemption 
under the regulations to start it. They were told by General Har- 
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rison and by me that materials were going to be very tight and we 
advised them against starting. They persisted on the ground of a 
financial hardship. And, finally, we thought they had just enough 
of a case so that if they wanted to run the risk, they should go ahead. 
They made all representations to us that they would get the materials 
without any obligation to the Government. We wrote them and 
told them that no assistance would be given by the Government, be- 
cause it was a nonessential project, and urged them not todo it. They 
went ahead anyhow, and now they cannot complete the building. 

I do not think it is good management for a person to go ahead like 
that and then put the burden on the Government of taking that away. 

The Cuarmman. While you are speaking about buildings, have you 
thought very much about the construction of houses—what are the 
plans for this year? That will be another appropriation before this 
committee. 

Mr. FieiscumMann. Yes,sir. Housing will have to be taken care of. 

The Cuarrman. That will come before this committee, and that is 
why I wanted to ask about that. 

Mr. FieiscuMann. Again, that is important. That is why I want 
to cover that. Housing will have to be subject to the same pruning 
knife being applied elsewhere on account of the material shortages. 

We have in mind a reduction from last year of about 40 percent. 

The CuarrmMan. In housing? 

Mr. Fietscumann. A reduction from last year. I am not speak- 
ing of units. 

As is the situation with automobiles, ingenious builders can make 
the same amount of materials go further. And in a tough time like 
this it seems to us to be more important to have many small units for 
the low-income groups than to have palaces go up. They, the latter, 
could be deferred. Therefore, we are working with the housing 
people to get the maximum number of units. But the material budget 
will be cut back in the neighborhood of 40 percent as against last 
year. 

Senator Moopy. I would like just before we adjourn to hand to 
Mr. Wilson or Mr. Fleischmann a letter that I have received from 
the North Butte Mining Co., of Butte, Mont. I was in the Upper 
Peninsula last week talking to some of the copper companies up there, 
and the possibility of getting more copper by various price differen- 
tials, and so forth, and here is a letter I received this morning from 
this mining company in Montana that says for certain price differen- 
tials they can turn out substantial amounts of copper. 

I thought you might be interested in seeing it. 

Mr. Fieiscumann. We would welcome it. 

Senator Moopy. I can give you a report on northern Michigan, if 
you want it. 

Mr. Witson. I wish you would. We want to be sure that we have 
those in hand. We have a number of those under consideration. 

The Cuarrman. Is there anything further now? 

Mr. FieiscumMann. No. 

The Cuarrman. How about you, Mr. Wilson / 

Mr. Wiison. No. 

Senator Lenman. There have been proposals made that alloca- 
tions for structural purposes be made on a regional basis. That is 
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one proposal. The other proposal is that it be made on a complete 
project basis, rather than otherwise. 

Mr. FLeiscuMann. I will mention those two points, if you like. 

On the regional basis we have had to say “No.” The reason is 
this: At the present time and in the present quarter we have a project 
review on essentiality. The only things that are going ahead are the 
things like the new steel mills, the aluminum mills, the machine-tool 
expansions, and the military construction. 

The little additional structural steel remaining is supporting high- 
ways, schools, hospitals, that kind of thing. We are using an essen- 
tiality test. We do not see how we could substitute a regional test. 
There just is not enough material to go around, unless we want to 
abandon this industrial expansion. We can just about keep going. 

The industrial expansions are already under way, and very few 
new industrial expansions, except maybe a thing like the Anaconda 
Harvey Alumina expansion, which will help cure our troubles—prac- 
tically nothing else. We will not be able to make materials available 
for those other things. 

On the project basis, I agree with you. We originally granted it 
on a quarterly basis and did not insure materials to completion. That 
was because of the administrative stage we were in. We just did not 
have the figures available to do it and do it right. We have them 
now, and I think I can give you reasonable assurances that that defect 
in the system will be corrected. In other words, when a person gets 
an allotment now he will know he is going to get enough to finish it 
off. Obviously, that should be the way it is done, and it will be. 

The Cuarmman. Without objection, the committee will recess, be- 
cause we have to go over to the Senate. 


We will meet Tuesday with Secretary Sawyer, and Thursday with 
Secretary Brannan. 

Thank you, Mr. Wilson and Mr. Fleischmann. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
on Tuesday, January 15, 1952.) 
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